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PART 
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(a)        Industrial development   planning in PDRY  is undertaken  in aooordance 

with the  broad-baaed national   eooio-eoonomic  objectives,   through its Kive 

Year Development Plana,   aiming  transformation  of one time servioe eoonomy 

to a productive one for ameliorating the conditions of people.     The r eapon- 

aibility of initiating industrial  projects 1B mainly ahouldered by the 

Miniatry  of Industry in oonjunotion with other Ministries such aa Agricultural, 

Construction etc.    The  ideas are  formulated  on  the basis of| 

i) Consumption  requirement a i.e.   flour,  bread,   beveriges eto, 

ii) Utilisation  of agricultural  and mirerai   and other reeouroes, 

i.e.  text ilea,   Tomato Paste eto, 

ili) Analysis of importB justifying import  substitution i.e. 

re-inforoing mild steel  bars eto. 

iv) Analysis of export potential 

In  oome cases general   surveys oarried  out by IDCAS or  bilateral 

dialogues    have lead to  initiation of projects.    .Similarly  in  the past four 

years UNIDO  Industrial   Adviaory   llr.it have assisted the Ministry  in this 
mat ter, 

(b)        The  (Jo »rnment cf ! DRY   ,n   thei.   Ministry  of Indui,  ry and Ministry of 

Planning aro the substantive   inetitutiona concerned with  industrial development. 

Institutions like  Indu3*nal   Development   Rank,   Industrial   Centres have yet 

to emergo.     The  legislation all owa ea+abl inhment of industrial   undertaking 

by foreign   invest ort< and   [ocal    entrepreneurs.     However,   the emphasis of the 

centrally  planned economy  tf  the  Republic   is  on  stepping  aP  of  *he    public 

sector.     fJone-the-less private   entrepreneur« have a ahare  of  over 30,0 in the 

Industrial   production. 

Initiation of projects   is mainly done  by the Miniatry of Industry. 

As regards   implementation,   the  Ministry  of Industry in  addition  to executing 

the pro joe ta themselves also avail  of aaùistanoe of machinery and plant 

suppliers  through direct,   bilateral or multilateral arrangementa.    Evaluation 

of pre-investment studies  is also done by the Ministry.     This responsibility 

in certain cases has been  entrueted to UNIDO ao well.     Similarly some studies 

have been carried out under the  aegis of Arab Pund or Kuwait  Fund at the 

instanoe  of the Government   of  PDRY, 
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(e) The r-ijor difficulties confre ited in generating an  effective system 

of project formula+ion, project evaluation and project implementation are 
enumerated as under   :- 

(1) Lack of   infras+r^'jre  in general 

(2) Absence   of institutions such as consultancy  services, 

Industrial  Development   Hank,  Industrial   Development Centres etc. 

(3) Inadequate manpower  in  the entire hierarchy i.e. 

1) Planners / technocrats to conceive needs and appropri ateneas 

for general   opportunity studies,  pre-feasibilities studies, 

ii) Top Executives  (General Manager) and second  level  supervisor 

needed for pushing forward projects with  initiative and drive. 

iii) Technocrats / Technicians for operating the plants, 

iv) Skilled manpower, 

(4) Lack of adequate data needed for systematic  analysis and planning. 

(5) Absence  of marketing expertise capable  of conducting market 

surveys  for aasessing domestic needs and export potentialities. 

(6) Unilateral  focus  of attention of financera or machinery suppliers 

restricting the scope  of supplies,    n. fmancers are m re concerned on economic 

profitability rather  th^ With consumer,'  .ntere.t whereas macninery suppliers 

tend to prepare projects «•*» pre-determined angle of  such  supplies. 

(7) In the past projects emerging und- bilateral   rangements were 

implemented mostly under the Aid giving Agency va^hou* much of an elaborate 

feasibility study  and evaluation of  offers for riant  and machinery carried 

out in-depth.     This  13 understandable as the donor country  ia the sole agency 

for effectif such supplies resulting m only narrow range  of such supplies. 

A  flow chart showing inter relationship  between various governme- 
ntal agencies and decision making process is placed at ¿xhibit A. 
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Of the feasibility studies under considera* i ca» in the oountry, 

the study on olay brick making plant hts bo en selected as a oase study, 

a brief history of vrhioh »a r~ follo<3?- 

A study towards fia ncop > c^id feasibility of estasi i Shawnt of a 

btriok plant was oondeJtea ir 1^7'   >V •* INIDO Expert,    He reooamended; 

(a) a plant of 15 null ion imi^o c" L—ioks,    (b)    the looation of plant in 

the  1st Oovsmorat's.    T'io pro J co *i loolcir^ nttrrotive the Ministry of Industrj 

o on tao ted naohinory ceppilo;1-,    A fo-oign ruppi ier arrived at oost of a 

unit (briok) at 80 filu v.tlch rrra higli whon oonpaxed to a oeaent felook. 

Firesh investigations wero iT«nrt for 30 million units capaoity plant 

inview of j- 

(a) high ooot of prodrotion; 

(b) doivnd projections r">.4e earlier overlooked the 

reofirentnta of -Jtoran,  fc-id^en à orinal s¿ 

(o) iiBprovnnTnto h/vo nino-* tiken place in the transport 

and oo-r^aiioaiicn not-work which hither-to was a 

bottleneck in trutlrvg* of rr.w materials A finished product. 

Tho ooui of ftrr»opnrt«Mea in very ineignifioant, a fil per 

unit cf brick; 

(d) the plant earlier oc.+emplated for meecing the requirements 

of let r'varr-.rn;-.    enly oould now oa^er for 2nd and 3rd 

governorat^a r& veil. 

At the sama tin« tin v'xiy r'itr<-l at 'rrintfinß dwti th«s prioe per unit by 

possible ohange of proem rrivoinrr oil oontrciption and with operational 

effioiaroy.    The differiti• encw>t»red in oonneotion with the study 

in question are enumerato'! ^olcv;;- 

KAHOST AND PLANT CAPACI ^ 
^••^¡•••••nanmnaBv rc~I- •-Tri 

High grado dry ^riol-a -r-j not prisontly being manufactured in 

PERT at a faotory soale.    Only lo- [peí* briokn are being nade in a 

factory. The question of an^r^in^ -»jrletinf» size nnd capacities of the 

industry does not,  tfcw-for i, arir?. 
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As regards demand,  the annual ooabonptioii was estimated at 

53 - 62 »illion brioks.    In view of the large area of the oountry, more 

than one plant have to be installed in relation to uources of raw materials 

oocuramption oentres and other eoonoaic  fTctc-3,    ; oouple of strdiea oarriod 

out have identified oapaoity of tho first pl«it of various levels but the 

final oapaoity could not be firmed up till rooently on account of laok of 

suffioient data,  fast o hanging pattern of transport and conaunioation network 

etc.    Plant oapaoity has, however, now been dotermined at 30 million brioks 

per annum, 

SALES AND MARKETING 

The studies oarried out have not gone into the area of sales and 

marketing of brioka.    Althmjgfa in a oentrally planned economy bulk of deMuad 

emerges from pubi io seotor sjuroes such as Ministry of Construction and 

no elaborate sales organisation are needed, yet the sujeot marited discussion 

and ooverage for portion of supplie« to be dir«wto<l to the opon market for 

private sector needs, 

TECHNOLOGT AND PROCESSES 

In this area a good deal of problem w>.n oonfronted.     The oonoultants 

developed studies on oostly utilities end prooosse3 reoulting m high oost 

of production.    It was on indireot proacrrs for the Ministry oirrphasieing 

towards   riduoed ooat of production that t.ie consultants sug^stad al tornato 

urne of oheaper fuel  oil i.e. heavy fuel  oil   IHL„?ìJ. ul dio^jl  oil.    So also 

methodology .^f reduction in water oonsurption »us arrived r.t,    Tha p évinça 

aa a result of fuel  oil amounted to, 155 million Y£> (fron ,230 rillion YD to 

,125 million YD) and of water consumption at .125 million YD (froa ,416 

million YD to ,291 million YD), 

CIVIL BÍ0INEERIN0 WORKS 

The site of building oost s oemputed woro unreal istic and on high 

side.    Scrutiny by Ministry revealed that th* ait* rnd building oould bo 

possiely brought doim by ,740 million YD i.e. newly 505& of the total 

estimated oost. 
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1JROOUCTION   COS'I 

F'^ol   owing from earl ier fact ro the production   jost haa been  varying 

widely.    Whereas  in the initial   study thu consultant / suppliera arrived at, 

ooste leading TO fixation  of a soiling price a+ 30  fila per  briok,   they 

worked  out  the  production OOB+N  on   four different  baeia  i.e. 

(a) with daprecia+ion and  interest. 

(b) with interest without depreciation, 

(c) with depreciation  wi+hout  interest, 

(d) without depreciation  without   interest   , 

fixing selling price a+ 40 fils per  brick.     These models are placed  at 

Exhibit  B,     Obviously thoy  left  tho  fieK*   wide open  leading to diffioultiea 

in decioion making.     In ultimate  abalysio the Ministry,   in  consultation 

with consultants,   worked  ou+   revised   induction cost  on  the  baBia  of;- 

i) 30 million  Irricko oapaci+y 

ii) Revised coat  of utilities 

iii) Revised coat  of  sito  and building 

iv) Revised depreci at i -n   a; an 

The updated  study now  Marrai -,u a suitable  soiling price of 32  file 

per brick with  following features. 

Internal   Rat« <u   he turn =       lj. % 

breakeven  point ^'_ 0f capacity 

(without  interest A depreciation) 

nreakeven point -,      8}j of capacity 

(with  interest & ('enrociation ) 

!'ART       III 

ïhe  following recommendations are offered for strengthening the 

capabilities  in the    preparation  of feasibility studies. 

± 
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1) Streamlining of collection,  compilation and retrieval  of data in 

respect of all   importan* sectorn of aconomy; 

2) Developing con.m1 •ar.cy conusance of the Department of Investment 

and construction  of Ministry of Industry for undertaking preparation of 

techno-économie  feasibility 3+u<4ie3 particularly by way of training of 

nationals  in  the  following fields   ;- 

(a) tfconomic  and  Financial   Analysis, 

(b) Mechanical  Engineering inoludmg erection, 

(c ) Civil  tìngineenng including construction, 

(d) Project Appraisal,  and 

provision for technical   help  to  be made available   r.o the Ministry of Industry 

on emergency basi3 for obtaining consultants services in the specifio field of 

study,  for a short period assignment,   say one month or so, 

3) Making the existing Chamber of Commerce  and Industry an effective 

organ in projecting views of Trade and Industry enablu.g brainstorming of 

leaders in all  3ectora concerned in conceiving new needs, tearing experience 

and    knowledge; 

4) Exchange of information with other developing countries on project 

planning processes followod by them; 

5) Developing exper+iso  m ria.'Keting techniques for conduct of market 

surveys (industrial survey, consumer surveys and trade surveys eto,) 

enabling identification of anope for expansion and or creation  of :iew 

capacities for domestic and export markets. 

PART    IV 

A brief study was conducted jn the possibilities of establishing 

a oan   manufacturing plant by IDCAS almost in a Project Profile form.    This 

study leaves much to be desired both technically and economically.    This 

is an area where a detailed feasibility study needs to be oarried out. 

J 



A t sonn o-ao on caio study was prepared by a LUIDO expert in 1976, 

envisaging the setting up of a knitwear plant with an annual oapaoity of 

840,000 doten pieos s of hosiery goods, 470,000 meters of knitted f abrios 

and 300,000 meters of towel oloth.    The author,  interalia, reoomaended 

simultaneous oreation of oapaoity for the manufacture of major raw material 

vi«, ootton yarn to be used by the proposed knitwear plant.    The analysis, 

however, revealed that there was a desorepanoy between the pr ojeo ted output 

levels of the knitwear plant and the actual o on sumption. 

i\ 
study |- 

The following baaio issues merit re-examination   and updating of the 

(a) Assesaent of consumption of knitwear products, 

present and future) 

(b) Export potential of any of the products in neighbouring 

oountriest 

(o)   Determination of an appropriate plant oapaoity in the 

light of   (a)   *    (b)   above. 



EXHIBIT    A 

FLOW   CHAR1   SHOWING  INlER-RELAi'lOi^HH'   liK-WV:^  VARIOUS 

GOVERNMBUAL AGENCIES AJJD DECISION  MAK'TNCTI^QCKJ:;    IN 

P.D.R Y. 

N 

(»)    Conceiving idea * 
initiaticm 

(»)    Opportunity study/ 
Pre-feaoibility Btudy 

(*)    Feasibility study 

(*)    Evaluâtinn 

(*)    Decision making 
and funding 

(*)    Preparation of 
Tender Document 

(»)    Evaluation of 
offers 

(*)    ¿election  of 
suppliers 

(»)    Finalisation of 
contract 

(»)    Implementation 

MinictrieB  o>   Indue 
\gri.   Conn'.,- othe' 

ûetryj 
ero  I 

Miniotz-y < f industry 

Ministry of Induutry 

Ministry of Industry 

Ministry of Manning 

Ministry of Industry 

"J 
Ministry  of Industry 

Ministry  of Industry 

Ministry cf' Industry 

Ministry of Industry 

Note;-      In Ministry of Industry all   jobs given above are looked aft«r 
by Department of Investment and Construction. 



PRODUCTION       CGSi       MO DKL J 

EXHIBIT       B 

U+   ^..LLING  PRICE OF 40  FI Lo  PER PIECE' 

MODELS MODEL      A 
Yi£AR3 With Dspreciation 

Interest 

f\ 
1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

MODEL       B 
With  Interest without 

Depreciation 

MODEL       C 
With  Depreciation 
without Interest 

Cost  (fila 

52.9 

50.7 

49.8 

48.9 

48.1 

46.3 

45.7 

45.? 

44.7 

44.3 

Profit 

None 

None 

None 

None 

1.0 

9.21 

14.74 

19.78 

24.37 

28.53 

Cost    (fils, 

39.1 

37.0 

36.0 

35.2 

34.4 

33.7 

33.0 

32.5 

32.0 

31.7 

)  Profit 

2.19 

11.97 

18.27 

24.03 

29. 29 

34.07 

38.^ 

42.33 

45.85 

48.98 

MODEL       D 
Without  Interg.T + 
without   Jeproci- 

ation 

Cost   (fila; 

37.5 

36.9 

37.5 

38.2 

38. y 

38.7 

39.5 

40.5 

41.6 

42.8 

Profit 

6.28 

12. 20 

14.99 

17.59 

19.99 

24. 29 

26.22 

27.98 

29.58 

31.01 

COSt    (fil3 

23.7 

23.1 

23.7 

24.4 

25.1 

26.0 

26.9 

27.8 

28,9 

30.1 

)Frofit} 

40.66 

44.93 

4f 3 

47. 29 

48.25 

49.15 

49.87 

50.53 

51.05 

51.46 
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